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1.  The Investment Agreement has & supplementary agreement known as the "Z" agree-
pent, This agreement, vhich denls with capital investment equipment for the
t

Yugoslav war industry, is & secret contract,
for the text of the main portion of this treaty,

was signed on 24 lay 1948,

The value of the deliveriec for which it provides is epproximately 800 million
Czechoslovak erowns. This sum is included in the amount of 7.5 billion Czech
sroung envisaged for the Investment Agreement.

Thq"Z" sgreament provides for deliverles for the following plants end factoriess
2. ZInfantry end Revelver Ammnition Factory

1) Oomplete installation of an infantry and revolver ammnition factory.
The part of the plent for meking revolver ammunition has already been
delivered by lMessrs. Sellier & Bedot of Vlasin (near Benesov) fram
their own surplue material reserves, The rest of the installation is

" being delivered by the Brmo Arms Fectory, part of it being manufactured
by this firm and the resf with the help of other machine fagtories, The
Brno Arms Factory ie responsible for the performence of the plant when
erscted. A part of the machinery required will not be ordered from the
Czechoslovak firme concerned because Yugoslav is to rececive them as
reparation deliveries from Germeny and Austria. The Brno Arms Factory
also has to supply special appliances, tools, and &ewlngs. It is also
at tho disposal of the Yugoslav authorities should the latter require
technical assistance in assembling or operating the plant. Services
of this kind will be paid for separately.

2) The agreement for the ebove factory was cigned in the middle of 1947.
The period of delivery runs to the end of 1948. Up to the present
the name of the place where the factory is to be buillt has not been

_disclosed. It is kmoun, howsver, thet it will be installed in under-
ground tunnels, S
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b, Plant for FProduction of 20 rin to 57 mm Caliber Artillery Amunition

1) The firm entrusted with these qrders is Skodn, whiech, however, is
not supplying the whole installation, since approximetely 35 per—
cent of the machine toole required are already in possession of the
"buyer,

2) The prineipal types of smmnition whlich the factory will produce ere
shells for 20 mm automatic weapons and AP shells of Soviet pattern,
37 mn and 45 (?) rm,

A2g

3) The plant is not ultra-modern but is about on & per with what would
have been technically up to date in 193436,

4) The machinery 1s to be set up in tunnele, the loeation of which is
unknown to Skoda,

5) Generally speaking. the delivery conditions are the ssme as for the
construction of the infentry and revolver ammmnition factory referred
to above. The agrecment, which was signed at the end of 1947 provides
for completion of deliveries to be completed hy the middle of 1949/

¢, Pl R u tic Arms. and MNechine Guns

The Brno Arms Factory 1s to supply this plant. Hegotiations on the
matter were still in progress in the niddle of larch 1948, but they have
presurably becn completed. The period of delivery rums to the middle of
1949.

d. Explosives Faetory

1) The explosives to be produced ars nitroglycerine and diglycol powder,
tritol, and industrial explosives,

2) Mesers. Skode are to deliver the equipment end will eollaborate with
the firm Explosia of Semtin for this purpose.

3) The negotiations were started in the middle of 1946 and were suddenly
broken off at the end of 1947. It appears that Poland had offered
to Tugoslavia at & much lower pries & conplete plant of similer design,
uhich had been left intact by the Germans in the part of their territory
vhich went to Poland.

e, FPlant for lManufacture of 75 mm to 122 mm Medium Caliber Artillery

1) lost of the machinery required was already in the possession of Yugo-
slevia, or was already available in Czschoslovekia at the end of the
war,

2) Skoda was given the task of planning the layout of the factory and
of delivering any part of the machinery which still remained to be
found, - .

3) The factory was essentially provisional in nature, and wac to be
equipped with out of date machinery, It production was to be fairly
zmall, : ‘

4) Hegotiatlons concerning the delivery contract for this factory are not
vet complete. ’
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1) Negotiations for building a gun faetory have not yet begun., Uhen
constructed the fastory will produce 75 mm mountain guns and 105 mm
light field howltzers. .

2) Skoda is designated as the supplier,
3) The forgings and castings will be deliversd by the Zeniea cteel works.

The credit of 800 million Czech crowns will presumably suffice to cover only
itens a, b, and e, and possibly ¢ of the pix projects nared above., In any
case the time schedules are likely to be considerably exceeded, The Tugoslevs
refused to employ Cgechoslovak technicians, so as to avoid having to disclose
where the plants are to bs built, Technieally epeaking, however, it is almost
inconceivable that the Yugoslavs will prove capable of constructing ths works
and putting them inte operation successfully without outside help,

The "2" agreerent hac been glven highest priority in both time and importance
and the Czechoslovaek Government is fostering it with every mosns at ita
dispossal, :

All deliveries made unier the "Z# agreement are to be paid for in cash within
thirty days of the date of consignment, The Czachoslovak National Bank offers,

however, to pay suppliers an edvance installment in the form of a credit not
exceeding 33 percent of the purchase priee,
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